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2. LIMITATION OF DIVIDENDS
A law of February 28, 1941, limited the amount of dividends
for the duration of the war and until the close of the financial year
within which the cessation of hostilities takes place. The essential
objects of this law are to combat the excessive rise in the price of
shares that give a fluctuating return, and to avoid an increase in
the fiduciary note issue.
The following are the principles of this law:
With regard to companies that have had at least one full
financial year before January i, 1940, dividends cannot exceed those
of the best of the three full financial years previous to January i,
1940. If the capital has been increased since the close of that year
by calling up new money, the dividends paid may be increased
by an amount up to 8 per cent, of the additional capital. If the
capital has been reduced, the dividends are to be reduced by
6 per cent, of the returned capital.
With regard to newly formed companies, the maximum for
dividends is fixed at 8 per cent, on the capital employed, that of
the directors' percentages at the statutory percentage corresponding
to this 8 per cent., and for attendance vouchers allotted to share-
holders at 0-2 per cent, of the nominal value of their shares.
It should be noted that the surplus profit can be applied by the
company to such uses as it deems best, and that in particular it
can devote it to the enlargement of plant or the creation of reserves.
But in point of fact the State is especially anxious to encourage
reinvestment in Treasury bonds.
Companies further retain the right to write off or to repay all
or part of their capital provided the amounts distributed do not
exceed those similarly distributed during the financial year taken
as the basis of comparison.
The provisions of this law should be compared with those of
the law establishing a levy on excess profits (see Section VI), which
falls heavily upon all profits over 6 per cent.
3, INSURANCE COMPANIES
By virtue of a law published on May 29, 1941, two groups of
insurance undertakings have been created:
(1)  Against accidents in the course of work and at common law.
(2)  Against fire and explosion.
It should be noted that for the application of the law of
November 26, 1940, on sociit&s anonymes (see above) a chairman-
ship or directorship of a number of insurance companies trading
under the same name counts only as a single office.
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